SUMMARY ANALYSIS OF AMENDED BILL

Franchise Tax Board

Author: _Sweeney Analyst: G oria McConnell Bill Number: AB 1630
Related Bills: Telephone: _845- 4336 Amended Date: 07/ 28/ 98
Attorney:  Janet Bal | ou Sponsor:

SUBJECT: Child Support Enforcenent/State Agencies and Businesses with State
Contracts Report Nanes & SSNs of Contractors to EDD

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of bill as
introduced/amended

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTS DID NOT RESOLVE THE DEPARTMENT'S CONCERNS stated in the previous analysis of bill as
X amended 5/22/98.

X FURTHER AMENDMENTS NECESSARY.

X DEPARTMENT POSITION CHANGED TO support.

X REMAINDER OF PREVIOUS ANALYSES OF BILL AS AMENDED 3/18/98 and 7/7/98 STILL APPLY .
X OTHER — See comments below.

SUVMARY OF BI LL

This bill would require state agencies to report the following information to
Enpl oynent Devel oprment Departnent (EDD) for inclusion in its new enpl oyee registry
(NER) :

1. the nanme, address, social security nunber (SSN) of the recipient of a state |oan
or grant and the recipient’s enployer’s nanme. Applicants of state |oans and
grants woul d be required to sign an affidavit relating to child support
conpliance. |If the recipients are entities other than individuals, the nane and
soci al security nunber of the responsible managi ng person woul d be reported; and

2. the name and SSN of each contractor that contracts with the state agency. The
state agency would not be required to report the information under this bill if
the state agency has already provided that information about that contractor. |If
the contractor is a corporation or partnership, the name and social security
nunber of the responsibl e managi ng person woul d be reported.

Additionally, trades or businesses, including governnental entities, that contract
with the state and currently are required to file an annual information return with
the Internal Revenue Service reporting personal services of an individual for which
$600 or nore was paid would be required to accelerate that reporting to EDD. The
reporting would be made within the earlier of 20 days of entering into a personal
service contract or first paying ampunts in excess of $600. Individuals perforning
personal services (service-providers) for a trade or business for which $600 or nore
is paid are conmonly terned “independent contractors.”

The bill would describe the formand manner for reporting to EDD and provides the
period during which the reported informati on woul d be retained by EDD.

SUVMMARY OF AMENDVENT

The July 28, 1998, anmendnents do not affect FTB s progranms or operations.
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SPECI FI C FI NDI NGS

| npl enent ati on Consi der ati ons

The followi ng I nplenentation Considerations raised in FTB' s previous anal ysis
still apply:

Wth respect to the contract-reporting requirenment (under Section 4 of this
bill) - The majority of FTB' s contracts are with corporations and partnerships,
for which FTB would be reporting the name and SSN of the “responsi bl e managi ng
person.” It is unclear whether all corporations and partnershi ps have a

desi gnat ed “responsi bl e nanagi ng person.” Also, it is unclear what is to be
achieved with this information. Additionally, there is no indication as to the
consequences if the contracting corporation’s or partnership’s “responsible
managi ng person” refuses to provide the required information, especially
considering that it is unclear for what purpose this information would be used.

Wth respect to FTB s collection program (under Section 3 of this bill) -- It is
uncl ear the purpose for reporting the names and addresses of recipients of
state loans and grants. It is unclear whether the purpose is to nake the | oans
and grants subject to withholding to satisfy the applicant’s child support or
tax delinquencies. |If the FTB were to use the information to issue a

wi thhol ding order to the state agency that reported the nane of the recipient,
and the withhol ding order were received before the loan or grant is paid to the
applicant/debtor, it is unclear whether it is the intent of the author for the
paynments to be withheld fromthe applicant/debtor to pay child support or taxes
rather than for the purpose for which the | oan was intended (i.e., snall

busi ness | oan, educational financial aid). Additionally, it is unclear why
Section 3 of the bill would require every state agency making a state | oan or
grant to report the nane of each recipient’s enployer. Under the Unenpl oynent

I nsurance Code (UIC), if the recipient is enployed, the recipient’s enployer
woul d be reporting this person as an enployee. In the case of a student, the
reci pient may not be enployed, or in the case of a snall business |oan, there
woul d not be an enpl oyer.

Techni cal Consi derati ons

A typographi cal error appears on page 5, line 6. The attached Amendnent 1

makes the correction. 1In addition, as reflected in FTB' s previ ous anal ysi s,
FTB coul d nore effectively use the contractor information reported under
Section 4 of this bill to issue withholding orders if the reporting state

agencies were required to report that state agency’ s nane and address.
Amendnment 2 makes the suggested change.

POSI TI ON
Support. At its August 6, 1998, neeting the Franchise Tax Board voted 2-0 to

support this bill, with the representative of the Departnment of Finance
abst ai ni ng.



FTB' S SUGGESTED AMENDMVENTS TO AB 1630
As Anended July 28, 1998

AVENDVENT 1
On page 5, line 6, strike out “orreinbursenent” and insert:
or reinbursement
AVENDMENT 2

On page 5, line 26, after “agency” insert:

and the nanme and address of that state agency



